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North American Life Assurance Company, at Annual Mooting, January 26, 1942 


fa Directors’ report, supplemented as it has been by the remarks of 
Mr. Anderson, leaves little to be said with respect to the affairs of the 
Company as reflected by the figures of the past year. There are certain 
observations, of a general nature bearing on our Company, as well as on the 
business at large, that may be of interest to our policyholders, and I shall 
endeavour to deal with this phase of the subject. 


The North American Life Assurance Company commenced to do busi- 
ness in 1881, and during the last year passed its sixtieth anniversary. Sixty 
years represent a very long time in the lifetime of an individual, and not 
an inconsiderable time in the history of an institution. It is worth while 
recalling that the first President of the Company was that great Canadian, 
Honourable Alexander MacKenzie, and it was in an early annual address 
that he used the words “Solid as the Continent’’—an expression that has 
ever since been applied to the Company and has become a slogan for its 
members. I do not know whether you will consider it ironical that a 
Company which included in its early directorates a former Liberal Prime 
Minister of Canada, a Liberal Premier of Ontario, and other outstanding 
Liberals such as Honourable Edward Blake, should from the start have 
charted a conservative course. Their first concern was the safety and 
security of the policyholders, rather than the kind of expansion too often 
achieved through the sacrifice of policyholders’ interests. 


I do not intend to regale you with figures showing the progress of the 
Company since it commenced; nor would such figures have more than 
passing interest. The past has, however, a definite bearing on the future. 
Through succeeding managements the Company's policy has been to 
maintain stringent policy reserves, and at the same time to build up surplus 
funds sufficient to meet every economic and financial exigency. I recall 
that when I entered the service of the Company, about the first statistical 
job I was called on to do was to compile a table, for all the Canadian and 
United States companies, showing the percentages of surplus to liabilities. 
It was a period when competitive figures were unblushingly used, and the 


circumstance that I am referring to this is evidence that we stood first in the 
table of percentages. Indeed, year in and year out there is no life company 
that has had a better record in this respect than the North American Life, 
and while I am aware that the ratio of surplus to liabilities does not tell 
the whole story I do suggest that it is indicative of the very strong position, 
relative and actual, of our Company throughout its entire history. Further, I 
believe that in uncertain times like the present it must be assuring to the 
policyholders to know that it is not by accident that the Company occupies 
such an enviable position as it does today, but is due to a high conception 
of trusteeship and to a policy of maintaining conservative reserves, as well 
as relatively large surplus funds, that has been adhered to unwaveringly. 
One tangible result of this policy is that we have been able throughout the 
whole period to pay substantial and stable dividends. During the last 
Great War, many companies drastically reduced their dividend scales, 
while our own Company maintained them throughout. Another con- 
sideration, and a most important one, is that we have always maintained 
adequate investment as well as other specific reserves, in addition to the 
large free or unapportioned surplus funds. This policy, rigidly adhered to, 
has enabled us during the long and severe depression in the past decade to 
meet our investment losses, to provide increasing investment reserves, and 
at the same time to continue the satisfactory dividend scale that has been 
established in the more buoyant days. The management will not hesitate 
to reduce dividends when necessary to do so, and it is only proper to say 
that a continuous decline in interest rates will undoubtedly bring about a 
reduction in dividends. Yet we do believe that we can point with pride to 
our past record, and offer that record as an earnest of what we will be able 
to do for our policyholders in the future. 


In this critical period the Company places national before selfish 
interests. We are resolved as a company, as well as individuals connected 
with it, to play our part in the days that lie ahead. Our policy is to support 
the national war loans to the very limit of our ability, and in harmony with 
this, our cash subscription to the Government Victory Loan last year was 
$2,500,000, and we will subscribe during the coming year to the full 
amount of our available investable funds. Just here we should like to pay 
tribute to our own field representatives who participated in the canvass 
for war loan subscriptions last June. I think I am safe in saying that no 
company made a greater sacrifice than our own in permitting and en- 
couraging its agents to take part in the campaign. We made it possible for 
them to enter the canvass without sacrifice of income, and the services of 
practically every representative of the Company were placed unreservedly 
at the disposal of the Victory Loan Committee. 


In common with other life insurance companies, we have suffered 
throuch the loss of a great many of our highest producing agents, as well 
as many of the best men and women in our head and branch offices, to war 
service. Speaking generally, the policy of the Company has been to make 
it possible for our employees to enlist without any financial sacrifice on 
their part, and with an understanding that positions will be available for 
them on their return, Those who remain to carry on are resolved to do 
their part regardless of how much additional work it may mean, to the end 
that the services that the Company has been rendering will not be impaired. 
We anticipate that as more and more people are called to national war 
service, whether through compulsory measures or not, our operating 
conditions will become progressively more difficult. In the field we have 
fortunately been able to replace many of our best producers, particularly 
in recent months when salesmen in other lines of business have been freed 
because the businesses in which they were engaged were being devoted 
largely to war production. There is increasing difficulty, however, in 
obtaining the proper kind of clerical help. 


We should like to observe that in war time life insurance has a very 
important role to play. First, through the accumulation of a large number 
of small premium payments, it provides a pool of money which is directed 
towards our war effort through subscriptions to government loans. Already 
about $170 million of policyholders’ funds have been loaned to the Govern- 
ment by life insurance companies. Second, every dollar of premium 
collected represents a dollar not spent on current consumption, thus 
working with the war loan dollar and war savings certificate dollar in the 
curtailment of civilian spending, and thereby helping to implement the 
basic tenets of our war-time programme. We are not asking for special 
consideration but we do believe, in the light of the importance of the service 
which life insurance companies are rendering in these times, that in any 
plan to divert employment into national services consideration should be 
given to the essential needs of the life insurance institutions. 


We hear of course, a great deal today about the capitalistic system 
being found wanting, but I am prepared to offer the opinion that even though 
there may be a measure of socialization after this war, most of our great 
institutions, including those of production and distribution, will continue 
as individual or corporate enterprises.. Whatever may be said of the 
benefit of planned management in war time, it is certain that it will not 
provide the initiative and self-reliance that exist under the system of free 
enterprise. Ithink also it is only right to say that the humanizing of business 
that has been so evident in recent years will do much to regulate free and 


competitive practices, without impairing the incaloulable benefits that the 
system has provided. Itis a concomitant of what I am saying that insurance 
in its various forms, and particularly life insurance, is essential to progress 
as we have known it, and the kind that has made the British Commonwealth 
and the United States of America great and strong. 


One basic trend apparent in recent years in the life insurance business 
on this continent, and especially in the United States, has been the declining 
rate in the growth of new business, as well as in the growth of total business 
in force. In 1933, for the second time in the history of the last hundred 
years, the total business in force showed a decline. However, since that 
year there has been an improvement, although not as great as that shown 
in previous decades. There has been a tendency in United States 
toward a relatively stationary population, which may cause a state of virtual 
equilibrium in respect of business in force. This stabilizing of business, if it 
should occur, will inevitably affect the investment policies of the life insur- 
ance companies, inasmuch as this influence will be felt in total assets, which 
during the last hundred years have been consistently increasing. Whereas 
in the past, premium income was generally sufficient to take care of maturing 
benefits as well as of surrenders in periods of depression, a situation may 
arise where a greater proportion of the interest as well as premiums will be 
necessary to meet the current disbursements. In such an event greater 
liquidity will be necessary, and a higher degree of correlation between 
the companies’ investment maturities and anticipated disbursements will 


be advisable. 


During recent years, the companies have on the whole invested in 
securities of earlier maturities, largely in the anticipation of an improve- 
ment in the general rate of interest. I think it may safely be stated that the 
companies have not now the same feeling that such an improvement in 
the rate of interest is likely to occur, and that long term investments are 
now regarded more favourably. For the duration of the war at least, the 
United States and Canadian life insurance companies will to a large extent 
invest their funds in the war loans of the two countries, which will provide 
ample liquidity, and security for whatever the future may have in store. 


In Canada, where we should anticipate an increasing population 
through immigration and natural causes for a great many years to come, it 
may be expected that the business of the companies will continue to in- 
crease, and that further substantial increases in assets will occur. The 
change in the distribution of assets during the last ten years has been 


marked. Government bonds have increased at the expense of most other 
classifications. This trend will be accentuated during the next few years, as 
policyholders’ funds are loaned to the Government. Changes which post 


war developments will necessitate in investment policy can only be assessed 
at that time. 


It is difficult to predict the trend in mortality. Up to about age forty 
there has been almost continuous improvement in the health and life ex- 
pectancy of the population. A similar improvement has not occurred at 
later ages, and the death toll from degenerative diseases and heart trouble 
continues. During the past year the mortality rate of our own Company 
has been very favourable. I do believe, however, that we may anticipate 
an increase in the mortality rate during the next few years, due to war 
strain, war casualties, and possibly, though we hope not probably, epidemic 
losses. It is only prudent to recall that the actual death losses from influenza 
following the last war were in excess of all the death losses through war 
casualties. 


I have referred in a general way to matters relating to the investment 
policy of the Company. It is important to bear in mind in this connection 
that we are confronted with an entirely new condition, namely money control 
by our Government. Frankly, we must face the fact that our Governments 
cannot remain solvent under high rates of interest unless they are prepared 
to submit to dangerous inflationary processes. The Governments are 
wisely determined to thwart these if at all possible. On the whole, there- 
fore, we should expect and approve of the policy of controlled rates of 
interest, at least during the period of the war. Under the most favourable 
circumstances it will take a very long time to repay the huge indebtedness 
created by the war itself, and I do not see how it is possible therefore to 
escape the conclusion that for a very long period we must anticipate a 
measure of Government control in relation to interest rates, and therefore 
a fairly low level of interest returns. This of course will mean very de- 
finitely reducing interest returns, and incidentally must mean increases in 
premium rates. 


Life insurance companies and their policyholders have a tremendous 
stake in the successful outcome of the war and in sound war-time financial 
policy, both through their large and increasing holdings of Government 
bonds and their intense interest in the continuation of a relatively stable 
purchasing power for the dollar. Government policy, the pattern of which 
is now virtually complete, has been broadly conceived, not only to ensure 


maximum output of war goods, but also to hold the commodity price level 
and thus the purchasing power of the dollar. 


The over-all price ceiling put into effect in December and the wage 
stabilization order, are the last two controls to be added to the existing 
control through the allocation of raw materials, and Government taxation 
and borrowing policy. Altogether, they represent a bold attempt to main- 
tain equilibrium within Canada and to cushion the effects of an ever 
diminishing supply of civilian goods. 


The key-note of the whole programme is bound up in the curtailment 
of consumption by civilians, thus allowing that productive capacity to be 
used for war requirements and thus allowing the current monetary income 
not spent to be available to the Government. We must learn the Spartan 
life, each one of us, for the more we can save voluntarily the less will com- 
pulsion have to be used, and that much surer is economic stability and a 
maximum war effort. 


As individuals and as representing corporations, we must be prepared 
to stake everything to win the war, and believe in our ability to achieve that 
end. Normal business and individual aims and practices must be subordi- 
nated to a supreme national effort. This will require many modifications 
in our present system both of Government and of doing business, but should 
not necessarily involve a radical change in our democratic way of life or 
our economic system. When peace is established, individual freedom, now 
voluntarily relinquished to the stewardship of Government, must be returned 
to the people. The transition period will be extremely difficult, and will 
require great patience as well as wisdom on the part of all leaders in public 
and private life, and an increased awareness of Government and the 
functions of Government by each individual. I believe that this transition 
will be easier and simpler in Canada than elsewhere, because I am con- 
vinced that with a fully industrialized country and an increasing population 
which we must anticipate, there will be opportunities for everyone in the 
system of free enterprise. 


I do not think I need to apologize for referring briefly to what I consider 
an extremely vital national problem, viz. that of properly relating farm 
income to the national income of Canada. I am not alluding now to the 
special problems confronting Western Canada. These I believe are just 
as easy to treat with as the farm problems elsewhere. Farming has rarely 
provided a surplus income except during war periods, and for the most part 


our good farm buildings and equipment were made possible during the 
buoyant years of the American Civil War and of the Great War. Farm 
property, generally speaking, has rapidly deteriorated in the last twenty 
years, and measures will have to be adopted which will make it possible to 
sustain farming on a business-like basis, where depreciation can be met 
out of income and where enough will be left for the farmer to live on a 
basis comparable to that of labour in other basic industries. 


It is a commentary on the growing need for life insurance and the con- 
fidence the public have in our institutions, that notwithstanding the reduc- 
tion in the number of fieldmen throughout the country, a substantial increase 
is taking place in new assurances. That is reflected in our own figures, as 
well as in the figures of all our companies. It is not an accident that over 
90% of the world’s life assurance is held on this continent and in Great 
Britain. It is the ultimate expression of the free will of a free people, and 
definite evidence of a higher standard of intelligence. Whether there is a 
saturation point for life insurance and how soon it may be reached in a 
stationary population is open to question. But in Canada at least, with its 
still untapped resources and almost unlimited opportunities, with its growing 
population of vigorous, resourceful and enlightened people, our companies 
may look forward to an expanding field of service. 


The place the fieldman will have in the future of life insurance is 
assured. A great deal of thought is being given at the present time to 
improve the status of the life insurance representative. We have today a 
splendid body of men representing the companies—men who are trained 
and able to render the type of service which the public have a right to 
expect. Life underwriters today are generally much better qualified and 
trained for their work than at any time in the past. There is room for further 
improvement, and it is heartening to know that the companies, as well as 
the life underwriters, are determined to bring this about. We are proud 
indeed of the men who represent our own Company in the field, and I 
believe that I can say to them, as well as to others who may join our forces, 
that the opportunities of the future will far exceed those of the past. 


The most hopeful sign of the future is that the Anglo-Saxon nations 
are co-operating as never before. While we speak about the United 
Nations, and of a better type of democracy as a vision of the future, we 
must bear in mind that the British Commonwealth and the United States 
constitute the foundation of future democracy. They represent the hope 
of the future as they do of the past. It is not difficult I think to visualize a 


future where the two nations will work together more sympathetically, more 
understandingly, and with a definite resolve to break down the barriers of 
isolation both in trade and in matters relating to the joint defence of human 
values. The average man must live in hope and in confidence, realizing 
that he may help but that he alone can do little to alter the current of events. 


His job is to do from day to day his best. 


“For Yesterday is but a Dream 
And Tomorrow is only a Vision; 
But Today well lived makes 
Every Yesterday a Dream of Happiness, 
And every Tomorrow a Vision of Hope. 
Look well therefore to this Day! 
Such is the Salutation of the Dawn!” 


A naa 


